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to schools and libraries that meet certain criteria regarding endowments or
eligibility for participation in State-based plans for funds, and prohibits resale
or transfer of the services to any other party by the eligible school or
library.'® These provisions prohibit an eligible school or library from
receiving subsidy under this program if it receives of the cost of developing
its network with another entity which is ineligible. This will help ensure that
this program is targeted toward the entities that truly need the support.

The Commission seeks comment on the criteria it should use to
specify a rural area eligible for support. The Rural Health Policy Office
currently defines rural areas based on Metropolitan Statistical Areas, as
defined by the Census Bureau. The Commission should adopt this
definition. The subsidy provided to health care providers should go only to
health care providers in these areas.'®
X. OTHER ISSUES

The Commission asks how to assess whether quality services are
being made available.'”” New competitors that enter the market will have to

provide service quality at least equal to, and probably better than, the

See Section 254(h)(3) and (4).

Section 254(h)(5(B) of the 1996 Act allows subsidy only to health care
providers that serve rural areas, while Section 254(h)(1)(A) defines who is a
health care provider.

NPBM at para. 4.

21



18

incumbent's in order to obtain any customers. State commissions already
monitor incumbent LEC quality of service, particularly with respect to
services that constitute basic universal service.'”® MCI recommends that,
due to the historical expertise of the states in this area, oversight of quality
should be an issue resolved in state universal service plans. MCI suggests
that the Joint Board and Commission simply require the state commissions
to decide what measures they will use to ensure quality -- e.g,, performance
standards, monitoring via collection of performance statistics or complaints,
etc. However, the Joint Board and the Commission should create a higher
burden for any state that seeks to impose equivalent reporting requirements
on new entrants. Because there is no incentive for new entrants to provide
lower quality service, it is especially important that the states not burden
new entrants with the cost of collecting and filing service quality data.

The Commission seeks to know what advanced services should be
provided, and what the cost of those services is. At present, there are no
advanced services that have achieved such market penetration as to justify
their inclusion in the list of services that receive universal service support.
As the market develops, and customers purchase advanced services in the

marketplace, additional advanced services can be added to the list of

For example, the state of Oregon recently ended its alternative regulation plan
for U S West due to concerns about the degradation of service quality since
the beginning of that plan. This experience suggests that the incumbent LECs'
quality of service may need to be monitored.
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services that are eligible for subsidy, after the Commission performs a
cost/benefit analysis as discussed infra.
Xi. CONCLUSION

For the foregoing reasons, the Commission should adopt MCl's
proposals for handling universal service subsidy.

Respectfully submitted,
MCI TELECOMMUNICATIONS CORPORATION

0. Oty

Chris Frentrup
Senior Regulatory Analyst
1801 Pennsylvania Avenue, NW
Washington, DC 20036
(202) 887-2731
April 12, 1996
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| have read the foregoing and, to the best of my knowledge, information,
and belief, there is good ground to support it, and it is not interposed for
delay. | verify under penality of perjury that the foregoing is true and

correct. Executed on April 12, 1996.
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1801 Pennsylvania Avenue, NW
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Current Universal Service Costs

N v o s I s I s oy e I o s e s v s s s e N

Total Subsidy Required

$- $2,000,000 $4,000,000 $6,000,000 $8,000,000 $10, OCK 000 $12,000,000 $14,000,000

Traffic-Sensitive Contribution [] CCLRevenue SLC Contribution High Cost Fund Revenues

Source: Benchmark Cost Modet 1995 and Hatfield Associates, 1996. MC'
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